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SUBJECT: Farmworker Housing Credit/Increase Annual Amount of Credit Granted to
$5,000,000
DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTSIMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSIS OF BILL AS INTRODUCEBEBRUARY 07, 1997, STILL APPLIES.

X OTHER - See comments below.

SUMMARY OF BI LL

Under the Personal Incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would increase the conbi ned aggregate annual anount of the
credit for construction or rehabilitation of farmworker housing and the credit
for interest inconme on farmwrker housing | oans from $500,000 to $5 million
begi nni ng cal endar year 1998.

SUVMVARY OF AMENDIVENT

The April 10, 1997, anendnent woul d delay the increase in the conbi ned aggregate
credit amount to $5 mllion from 1997 to the 1998 cal endar year. Except for the
delayed operative date and its impact on the revenue, the department’s analysis

of the bill as introduced February 7, 1997, still applies.

FI SCAL | MPACT

Tax Revenue Estimate

Based on the credit limits and assumptions discussed below, the tax revenue
impact of this bill is estimated to be as follows:

! Revenue Impact of SB_302 |
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Senate Bill 302 (Cost a)
As Amended April 10, 1997

Page 2
(As Anended 4/10/1997 - Enactnent Assunmed After 6/30/1997)
(In $M I 1ions)
Credit Type 1997- 98 1998- 99 1999- 00 2000- 01
Construction/ Rehabilitation (m nor) (1) (2.5) (3.5)
Loans (mnor) (m nor) (m nor) (m nor)
Total Net Inpact (Rounded) (mnor) (1) (3.0) (4.0)

Minor is less than $500,000

Any possi bl e changes in enpl oynent, personal incone, or state gross product
that mght result fromthis bill are not taken into account.

Tax Revenue D scussi on

Revenue | osses woul d depend on the additional anmount of credit allocations
(primarily for construction/rehabilitation purposes) and credits applied
against tax liabilities. Existing lawlimts credit allocations to $500, 000
annually. It was assunmed that 90% of credits would be allocated for
construction purposes and 10% for qualified | oans.

Construction Credit: It was assuned that the additional $4 nillion credit
($4.5M0.9) allocated for construction, rehabilitation, or general

i mprovenent woul d not be reached until the year 2000 due to the tinme required
for conpletion of work and actual occupation of qualified properties. The
estimates above allow for the denial of deductions for the sanme expenses.

The allocation for 1998 was assuned to be 33% and for the year 1999 woul d be
67% of the maximumcredit allocation. It also was assuned that 70% of

all ocated credits would be applied and the bal ance carried over and applied
over two years.

Loan Credit: Due to [a] prior experience with | ow participation in financial
assi stance prograns (e.g. Rural Legal Assistance Foundation), and [b] the
fact that loan credits are limted to 50% of the difference in interest

i ncone that could have been earned under current market conditions vs. this
program and [c] the fact that the credit has to be clained in equal
installnments over the | esser of the termof the loan or 10 years, it was
assuned that the revenue inpact would be minor (less than $500, 000 per year).
Taxpayers woul d not be allowed carryovers for unused credits.




